
virtually the same service, almost $5.00 above the Cablevision

rate. Similarly, in Negaunee, Michigan, the privately-owned system

raised prices significantly after reaching a litigation settlement

with the city. Nonetheless, the data are instructive. The rate

per . channel was between $0•26 .30 in two communities

Paragould, Arkansas and Glasgow, Kentucky -- where there is active

competition. The majority of competing systems charged $0.35 or

less per channel. Taking this into account and discounting systems

where competition does not appear to be active suggests that a

reasonable rate might be approximately $0.26 - .35 per channel.

3 • An examination of rates for municipal systems. Municipal

systems typically price services in one of two ways: first, to keep

rates as low as possible while covering costs and returning a

relatively lower amount to the general fund; or second, to match

rates charged by private systems, and to return the excess profits

to the community. For such systems, the per channel rate may

actually be closer to industry norms than competitive prices.

Smith & Katz surveyed nine municipal channels and found that the

rates.they charged varied from $0.26 -.76 per channel. Given the

limited data, these figures may be more useful as a check on the

forgoing than anything else.

4. Other indicators. A U.S. Department of Justice study

estimated that 45-50 per cent of all rate increases since 1984 were

attributable to the market power of cable operators. Average cable

rates are now in the $18-$22 range; they were approximately $9.00

in 1984. If the Department of Justice is correct, rates for basic

4
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and expanded basic service should total $13.50-$15.50 ($0.21 

$0.37 per channel for a 48-channel service). That conclusion is

consistent with Smith &Katz, App. B. Exhibit B-7, estimating that

on average consumers are entitled to 30 per cent reductions in

rates, 40-55 per cent in most communities. See also Exh. B-1

(comparing indexed changes in pay and basic cable rates): Exh. B-4

(estimating a 28% - 49% monopoly rate component based on an

examination of intangible values).

Conclusion. The data, properly applied, points in one

direction: rates for basic and for expanded basic are too high -

SUbstantially too high. There are very good policy reasons to set

the rate toward a $0.21 per channel rate, to maximize elimination

of monopoly profits. However, considering the high and low ranges

described above, the Commission should rule that a community may

require operators to charge no more than $0.32 per channel for

basic service, and rule that a rate for expanded basic exceeding

$0.32 per channel, or a combined rate for basic and expanded basic

of more than $0.32 per channel, would be considered presumptively

unreasonable, w~~e a complaint to be filed with the Commission.

This leaves rates for private cable systems well-above rates for

municipalities and in the most competitive cable markets, and well

within range of rates calculated on a cost basis.

The Commission can reach this result consistent with its

obligations under the Cable Act. The general conclusion, that

rates are too high, accords with the conclusion of Congress. More

specifically, the recommended rate is based on a direct or implicit

5



consideration of factors that the Commission must consider in

determining whether an expanded basic rate is unreasonable. 2 As

applied to the basic rate component, the number almost certainly

overestimates the nominal cost of providing basic, particularly

considering that basic programming costs may be quite low, but

under the Coalition's proposal the locality could, after hearing,

reduce the basic rate to more clearly reflect competitive levels in

light of the services actually offered. In the meantime, adopting

the rate should afford almost all consumers an opportunity for

immediate rate relief.

2 The analysis considered the rates charged by systems,
less the identifiable monopoly component; historical changes in
rates, as analyzed in relation to pay rates and growth in
intangible system values by Smith' Katz; rates for systems facing
competition; basic and expanded basic rates as a whole for the
system; and costs and revenues. To the extent other matters are
not considered with respect to expanded basic rates -- the cost for
equipment, for example -- they could be considered at the time a
complaint is filed, as necessary.
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CABLE TV -AcCOUNT Hut".1iiR
Q

- • ---IIILLeD-'RoM IILLEDTO OATi oui-n ,J~::a:&'t11l~

MONTGOMERY 1/08/9.5 2.... 07/93 01.1221'93 1!1U31/92 J

FOR~ '7
12/07 BEGINNING BALANCE ~9.31

lZ/21 PAYMENT
1~/31 CONY. DEP. REFUND
1/08- 2/07 MONTHLY SERVICE
1/08- 2/07 FRANCHISE FEE 5~
1/08- 2/07 LOCAL PROGRAM

.' FEE 1. 5:c

1/07' AMOUNT DUE

JAN 08 THRU FEB 07, 1993

49.31
5.00

ti8.30
2.42

072

46.44

FOR DETAILED INFORMATION SEE BACK OF BILL

ACCOUNT 1'.lNVOICf: DA1EI CU'RRENT IPAST DUE IPLEASE PAY\DUE DATE
II 1/07/93 .~6.44.. 0.00 '. 46.~4 1/221'93

TUNE IN TO lIFETIM~ ON SUNDAY,
JANUARY 17 AT 8rM EST AND W~TCH
CABLE'S BEST. THE 141H ANNUAL
CABLEACE AWARDS SPECIAL WILL BE
TELEVISED LIVE FROM THE PANTAGES
THEATRE IN ~OllYWOOD.
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&lY1N Go QIIITIN. CMIIJ CClUNIIL AND ITA" OtAiCTOII
___ CHAMIIIII. lII"'IUCAM ITA" OtAiCTOII

'linittd £,tatts£,rnatt
COMMITTEE ON COMMERCE. SCIENCE,

AND TRANSPORTATION

WASHINGTON, DC 20510-6125

December 9, 1992

The Honorable Alfred C. Sikes
Chairman
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Dear Al:

.... .......
:::..

r-- •.. ..•. .....
• a __ ..J •. -'). .

.- "IIRS

:

The Cable Television Consumer Protection and Competition
Act of 1992, which became law on October 5, 1992, has as its
primary goal the protection of consumers against unreasonable
cable rates. In what appears to be an attempt to evade the
law, many cable companies are raising rates before the FCC's
rate regulations are in place. Some cable operators have
even asserted that their rate increases are a result of the
Cab~e _~ct.

Those assertions are false. Nothing in the Act requires
rate increases. To the contrary, the Act gives the FCC and
local governments new authority to regulate rates.

The FCC also has authority under the Cable Act to order
rate rollbacks and to take action to prevent cable operators
from evading the rate r~gulation provisions of the law. We
are writing to you to underscore that the FCC's enforcement
of the law must protect consumers against unreasonable rates.
We urge you to pay particular attention to those cable
operators who rush through rate increases in anticipation of
rate regulation.

.'

Sincerely,

~'J~. en. John C.oanOrth
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Dw!W)saIbel.

Cab. v t.fmt9OmetY (CTM) has been woddng hard 10
bring residents of Montgomery County !he best possible
callie 1IIlIeJision seMoe. let US shaRI wi1h )'00 some reeert
siglJkal1t8l~ .

• The SCIence Fiction Channel. which feaU'eS the be$(
0( scienc8 ftdion. fantasy, classic honor, and sdenc.
fad~, 24 hours • ..,. 'Was added 1D our
progrwn~ In Sepltii.Iber.

• The Cartoon Network, added In~, is the wortd's
Irst dw1nerdwoted e.:IusMlfy to taI'IoOnS. e-yocIe's
flMJriIlt charaetets are fef*nd. lnckdng Bugs Bunny,
!he Flillsloll8S, YOfi Bear, and Johmy Quest.

• DIgbI MusIc Express (OMX). Intmcb:ed in November,
Is an optional r8VOlclt~JYnevi audio service ttul~

connects to your home st.reo. or.cx prov~es 30
difterer.t~ d pu"" CD auaiily .'rUSiC 311 day a~
\'Ii:~t eO'l"tToercia's cr O.J.s. A hl!~C M'C re'nO~e

CQ."lt'Oi•.i't.:ic'l 's indoCed ·M!."~e seo-tce. I(jer.(~s each
M:lSicaI seIect~. ~ a1~!. and~abJm.

• Encore. an oplion~'~"'ice tea~uring uncut and
. •. -..:. commen:ial·t,.. movies tram the 60s. 70s, and 80s
• ....,- -- pt1JIJIiered 1n.b1e.

• Great Vaw. Packages were Introduced in June.
ottering new money saving prices :or popular premium
television seNc:es.

• VlGN Tefevlslon. featuring MIchael Jordan and the
Chicago Buls, h Ctic::ago Cubs. h Whi:e Sox. and
many classtc: movies and sitcoms was oUered :0
aJSklrJIeIS in JwMIary.

• Comecfv Central. also added !n January, features 24
. hor.n d stand-up comedians. IJOPUlar sicOms. political

satile. and specials aI aeated !IO make you laugh.

• Great Value Coupons. which went fiISt sent 10 )'011 In
October. wit arrive periodcally with your statement.
These 'I8IuabIe cfisoounI coupons .e exdJJsive 10 CTM
cabfe customers and provide you wifl teIJific savings at
wonderfY metro area retalets.

~ _--------_.

CTM has also ~lro'8ddlanges in Is cost d~
yol.I" c:abIe seMc:e. In January, 1993, CTM .. t! "lIIcIng
some adjUS1ments to its pricing schedule and policie..

So that we may better serve our customers. begicwIing
January, 1993, CTM "Nil begin refunding the converter
deposIl c:oIIecIed at lhe fme ct )'OOl' seMcIt lnsIaIUon. ThIs
doposit. $25 tor each converter In your home. will be
returned 10 you OYerht next ....monI1s as a $2.50 per
month billing credit on your January and February
statements and a $2 per monlh CNdit fherecIIter rhmugh
1993.-

Nso. eflectf\oe MIn yOW' JanuaJy, 1993 billing, the full
service (Basic. 1Jrni'ed, Piderred), to which )'011 subscribe.
wm be $26.45- per month. This Is an inc:relase of $2-.
Howe1Ier. due 10 the~deposittr!h.ntJ, I}'QI""'''
least one CTM converter depo$it, your totaT monthly
peyment wil no: change. If Y'!JU .TIe motf! t::sr. are CTlI
t:OmIe'1lY, :he amc;ur:! 'Jfyoc.'" rr.onlNypayment wiii ac:1UIlii'1
cec:ease.
The mctlIhiy c.':a~ for a1 other CTM services. such as
our poputar premium channels lll(e Home Box Oftlce,
Showlime and Pay-Per-Vie'W tnoIIies • be .relltailled lit
h!ir CUlTert kMlls. A QJtaI 01 elVs prices, as well as :he
program channels availabl. on each Iev.l 01 service
pnMded by eN. .,. indUded wiIh INsa~
YOtK Jamary statement will acdomallcally be adjusted 10
reflect 1he changes described.

It you have any questions at atl. please contact our
CustonMtr Service Representatives at 424-4.400. Our
~esenta1ivesare available to tak wift 10U arf/ time, day
or~

TM-Ik you for your continued subscription 10 CTM. We
consider I a~ :0 bring )'011 fie IInest cable tI!Ievision
serliCe and we pledge cur oonIirUng eIIorts to make yo&r
seMce as enjoyableas~.
• AI prbIs~ eJdusIvoa d:he 5% IcICIII OCfoe/iW•••!lwdlise.....,

!he 1.5%1oaJIvo--,iM- pr19allvaing ....

- N:~w~ • ecJn\'8fter deposit ~ I80lMd wiII'l elM ..
e4gIb'e lot lie depcsill1IluncL

(
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Mont. Co. Public SChools
City of Rockville
City of Takoma Park
Mont. Co. Government
Local Weather Radar
Pub'ic Schools TV
Univ. of Md...coIlege Park
Univ. of Md.-Ur.iv. College
The Ooer Channel
NewsC:tanne1 8
Basic Service•••Sl0.00·

WBFF-45
WAY-50
WGN - Chicago '
The Leaming Channel
WTBS - Atlanta
C-SPAN
WAW (Univision)
The Montgomery Channel
Montgomery College
International Channel

• j,..
•.#-~.

S~VICEOPTIONS,: AT-A-GLANCE
~'-8AS'CSERVICE - 510.00·

,WMAR·2
WRC-4
WlTG-5
WJLA-7
WUSA-9
WBAL-l1
WJZ-13
WDCA-20
WMPT-22
WETA-26
WHMM-32

lifetime
The Interfaith Channel
The Leaming Channef
C-SPAN U ..
Cable PJus Preview

Cable Pfus'pay-per-vfew
and premium channef
accessibility

Basic and limited Service...$23.4S-

LIMITED SERVICe - 513.45"

Sci-R ChaMei BET
Cartoon Network CNBC
MTV E! Entertainment Television
The Family Channel Court 1V
The OiscoveJ'}' Channel ave (shopping)
Arts & Entertainment The Nashville Network
Head1tne News VH-l
Nickelodeon The Weather Channel

PREFERRED SERVICE - S3_00·

ESPN Cable News Network
: USA Network •Ame~n Movie Classics

TNT '
ComedY'Central .,-., " ., •. .'.. B -' LJ • d d P Z ~ S _.I $'26 45*-.t:':;":~" ~",_, : ." .~, "",,: _•...:' "" , ':,.'. , ". " aslC» mIte, an re,ell~ e,-y,ce.- _ "" -.~

; .....·~~.··Xk~'. :; .1: .. ~.. . I.. . . . . ~. ,'. .. .. ". "'_
~::::,::.:;...~:~;;::.<:;:,>:~.~: t NOTE: There is a S25- change of service charge for existgz customers. I ;:'~; ·~;.·;::.:·:~::::-':.,i
,.'~" : 't " '. . a ..

You JI1U$lIlave Basic SenoIoe 10 n!Cei¥e I..imled; )'011 must have Basic and limited tel rer.eiw PreIeIred.

i
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--- . . Service Selections.... .. '

~
.. . Price" SChedule 'II,.LUE PACKAGI::"v" .....

. EJrectlft JanwtY 1H3 .. Value Package1. ..,. '. . . .
ServIce Levels Mon"',Prtce OPTION 1: PrelelTGd SefYice with one BloCkbuster Premium Chenn8I up 10...._._"......._ ..._••_ .._ ......_••_ ••••$37.40
Basic SGIViC8 10.00; OPTION 2: Build a Glt'atVaJucr PlJCIcsge by adding Bonus Premiums
Urnited ServIce 513.45 Encore m!l TMC for only _ _ ...:_ _ _._•._ .._._._•••_ .._ $6.95
Pr._reeI SeNioe U.QQ GrestValue Package monthfy price _ __ _ _ _ __.$44.35
FUlL SERVICE TOTAL 526.45 . $..,. up to $!1.95
s,rtiee "vee Cumulative Totals &1' P ka 2
Bask: ontv' $\0.00 ..s.ue ac ge. .8asIc end LImit8d $23 45 OPTION 1: Preferred S8NIce with two 8IodlbusIer PtemIUnl Channefs _ _ __.._ _._._._ $46.35
a ....... L' '1 P .~ --.'.1' (when HBO is included in package)
...-- Jrnt...... _ou .._..... _........ OPTION 2: Build a Gt8BtVa/u6 PacIuJge by adding Bonus Pntmiums
BIOCkbu!~remlumSenrices $1095 Enoont md TMC 'or only .._ _ _ _ _ _ _ _.._ .._.._.__..-$3.95
~ tee $10:95' GreatValue Package monthly price _ _._.._.._ _ _ _ .. _ ..$50.30
CInemax $ 9.95 &we up to $14.95
Home Team Sports $10.95 Value Package 3- .
The Oi&neya-v.r $5 g9.!! OPTION 1: Preferred Sentce wirh three Bfockbuster PnlmIUm Channels _.._.._ .._._.._..._ .._.__•._. $56.30
Bravo ...... Free Remote Control or AddlIIonar Outlet .
Bonus PNmIumServfcn (when HBO is Included In package)
The I.liOVii Ch8MiC S 9.95 OPTION 2: BuIfd. GmatV..,. Pac:fUJge by adcIng BonuS Premiumsencor. $ 6.95 Encc;re and. TMC tor only ._ _ _ _._.._ _._.•_._._ _ •._ _ ••_ $?..95
r~ MontN\P:C- Gl'estValue Package monthly price_..__....__...__.._ .._..__..._ _.~._.$59.25

p t~.Vfew MeMes 14.95.$ 5:: ' Ssn up to $21.!1O
~ COntrol S 4.95 Value Package ••• .
Extra 0lAtet S 5.95 OPTION 1: PrekiTed Secvic:e with four~ PreMium Ct\anIMIf$ .....__._.__••_. • $66.25
Eidnt QuIet GT1 8lIIic.semc. S 3.95 Free Remote Control andAd~au.., •
ConYerter fIft1lIII ror $ 1.00 (when HaC Is It1duded In pada1ge)' ;

BQic only~ 0PT10H 2: Build a GnrslVsIue PlIck:iIgfI by adding Bonus PremIu~
Mond1fy Gufde $ .75 Encorw~ TMC tor on., __._ _ _..;... __. . ._._._.._ $2.95
irI§'" (1!OfH!!C!I!~ Charge! GreatValue Package monthly price_._._ __.._ .....__...._ .._ .._ ..$69.20

wik::h at timTt ins&afl $10.00 SsN up to S26.B5

I~:a~~ :;: Each AddIIion8I BIoctIbuster~ you add to V~Pack8ge4 is 8Iw1tys half plcel
S1.aAdard Hew InstaR $59$ GlutVaIuo Pt1f;kagIIpnc«J ant $3 .... for limfted Service~
ReconnecIIon InetaI $39.95 You must ha... 8aslc s.MalllO...-Ive I..inIiIId; yo" AlUSl '-BetIc: ....UmitIId to -...PNtIlffed.
5eMce l.eYeI~ $25.00 Premium ChannoW awl~.,.avaIabIe WiIh lMnIMd.nit Pnlfened SeMce.

NOTE.: A oonwtter boll 1s~ 10~ CTM"s pqmIum seMces aIld I*N*"'.....
To Compute Your Monthfy S4trvfce Price: *AI orten .... exdusive 01 t1lT 5% Ioc:aI~ fnltnc;Ilise _awl t.5" /oQf.ac.. pt'OgIWIlCnillg ....

Subtotal of seMc8s~ $ -FREE lWfIIQIllI contIol ..... andt« adCIiTioJMTr CNIlet al'IIIce..8WIiIabIe..HBO tIIld two or more BIocIlbIIAIf
5% Franchise Fee (ol subtOtal) S Premiums; teducino~ tevef of S8fVice wi! telSIIl in •~ cNltge fGr 11ese......

1.5% l.ocal~ Fee (ot SCIblotaI) $ , Rata lor elllstlng eas;c service Only QIS10rrlera 'IIIiII """'*' :It $6.95
TOTAL COST SERVICe $ 2~ .....~noIappIIc:aIH 10 exlAng $6..95Be.Islco¥f~

.:.


